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ABSTRACT 



Relatively little is known about private school finance in 
the United States. Since this lack of data impoverishes educational policy 
discussions that compare public and private schools, a strategy, was 
developed to collect finance data from private schools. High-quality data can 
be used to determine the total amount spent on elementary and secondary 
education in the United States, and can inform debates on the relative cost 
per student of various approaches to educational service delivery. The report 
focuses on the extreme diversity among private schools and the strategies 
needed to develop accurate data in the face of such diversity. The text looks 
at the existing data on private school finances, major components of 
expenditures, and implications of data collection. It surveys the types of 
expenditures found in 28 private schools, taking care to articulate 
expenditures related to instruction-related activities, administration, 
physical plant, and other services. The report also describes some 
administrators' reactions to the finance survey, including initial resistance 
by some and a listing of the potential benefits of such a survey. Some of the 
implications of the data collected, including a proposed framework for 
organizing the survey statistics, are presented. Four appendixes include: 
three survey instruments and a table showing schools in focus groups and site 
visits. (RJM) 
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CHAPTER I 



INTRODUCTION 

Relatively little is known about private school finances in the United States. In many 
other countries, the national government collects and reports on educational expenditures in both 
public and private schools. In the United States, detailed information on public school 
expenditures is collected by both the National Center for Education Statistics (NCES) and the 
Bureau of the Census, but there is no comparable collection of financial data from private 
elementary and secondary schools. 

A lack of basic data about private school finance impoverishes the education policy 
discussions that compare public and private schools, evaluate options for increasing public support 
to private schools, or assess the contribution of private schools to the overall system of elementary 
and secondary education. Without solid data on private school expenditures, it is difficult to 
examine trends in total educational spending in the United States over time, or to compare total 
education spending in the United States and other countries. 

We embarked on the study reported here to develop a strategy for the collection of finance 
data from private schools. At least in principle, financial data on private schools might take a 
wide variety of forms, differing in purpose and complexity. Almost certainly, a full financial data 
collection effort would involve data on both revenues and expenditures. Although both revenue 
and expenditure data are likely to serve important purposes, we give most of our attention in this 
report to the collection of expenditure data. 

For both revenues and expenditures, data might be collected at various levels of detail. At 
the most aggregate level, one might collect data on the total annual revenues and total annual 
expenditures by private schools, without attempting to determine either the sources of revenue 
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(e.g., tuition or gifts), or the types of expenditures (e.g., expenses on instruction, administration, or 
buildings and grounds). At the opposite extreme, one might collect data on a quite disaggregate 
set of revenue and expenditures categories (for example, distinguishing among instructional 
salaries, instructional benefits, instructional supplies, and instructional services). 

In addition, data collection strategies might differ in both sample size and in the frequency 
of data collection. For example, data might be collected on the full population of private schools, 
or instead on a much smaller sample selected to provide reliable estimates at the national or 
regional level, but not for specific types of religious or non-sectarian schools. Data might be 
collected on a frequent basis (for example, every two years), which would provide an up-to-date 
basis for schools interested in comparing their revenues and expenditures with other schools. Or, 
data could be collected much less frequently (perhaps every five or ten years). 

To succeed in gathering high-quality data, a data collection strategy must take into account 
the substantial diversity among private schools. Private education in the United States is 
extremely varied. Altogether there are about 26,000 private elementary and secondary schools in 
the United States, enrolling about 4.9 million students (NCES, 1994). Some schools enroll fewer 
than 50 students and have annual budgets under $100,000. Other schools enroll more than 500 
students and have annual budgets exceeding $5 million. Some schools are closely affiliated with 
local churches or synagogues and share both staff and facilities with their affiliated organizations. 
Other schools are completely autonomous and operate as independent not-for-profit or for-profit 
organizations. Some schools have simple administrative structures, including perhaps a 
headmaster and a part-time secretary; others have elaborate organizational structures, including 
separate offices of academic affairs, student recruitment, development, and business. Some 
schools were founded within the past few years and are still in the process of developing 
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institutional routines and procedures. Others were founded decades or centuries ago and have rich 
and well-established institutional identities. 

The diversity among private schools is a central theme of our report. The substantial 
variation across schools in size, organization, and mission is clearly accompanied by similar 
variation in revenues and expenditures, and understanding this variation forms one key element of 
the rationale for collecting new data. In addition, the variation in organization across schools has 
heavily influenced the strategy we have taken in developing a data collection strategy. 

The Rationale for a Private School Financial Data Collection 

High-quality data on private school finance can be expected to serve a wide variety of 
purposes, and such data are likely to be of interest to a number of major audiences and 
constituencies, including private school administrators and teachers, the parents of students 
enrolled in private schools, educational policy-makers, and researchers. The four examples that 
follow illustrate some of the kinds of questions improved data on private school finance, collected 
at different levels of detail, might help address. 

First, aggregate data on the amount spent by private schools can be used to determine the 
total amount spent on elementary and secondary education in the United States. One measure of 
the commitment to education is the total amount spent, expressed both in dollars per student and 
as a percent of the gross national product. To the extent that data on total expenditures ignore (or 
mis-estimate) the contribution of private schools, such data may provide misleading information 
on trends in investment in education over time, as well as misleading comparative information on 
investment in education in the United States and other countries. 

Second, data on total spending at the school level can contribute to debates on the relative 
cost per student of various approaches to the delivery of educational services. While data are 
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currently available on per-pupil expenditures in public schools, only limited data are available on 
the differences in average per-pupil spending between public and private schools. Furthermore, 
the limited data available indicate substantial variation in per-pupil spending across various types 
of private schools. Without more complete information on spending in different types of schools, 
simple statements about average per-pupil expenditures in private schools (or average public- 
private differences) are likely to be quite misleading. Furthermore, valid data on per-pupil 
expenditures for specific types of private schools can serve as “benchmarks” to help private 
school administrators and parents compare spending in their schools with spending in other, 
similar schools. 

Third, fine-grained expenditure data can improve our understanding of the components of 
educational expenditures — for example, spending on instruction, administration, and building 
operations and maintenance. To the extent per-pupil expenditures differ across types of private 
schools (and, to the extent they differ between public and private schools), it is critical to 
understand how these differences occur. In some cases, differences may reflect differences in 
accounting practices rather than real differences in spending, and data on the components of 
expenditures may help sort out complexities that should be taken into account to put schools on a 
common footing. For example, if some private schools include financial aid as a regular 
expenditure in the operating budget, while other private schools include it as a reduction in 
revenue, a simple comparison of expenditures is likely to be misleading. Similarly, if schools that 
rent their facilities typically include rent payments in their operating budget, while those that own 
their facilities typically do not include mortgage payments, a simple comparison across schools is 
likely to be misleading. In addition, data on components of expenditures may provide useful 
“benchmark” information for administrators and parents interested in understanding how 
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expenditures for particular components of education (administration, or building operations and 
maintenance) differ across schools. 

Finally, when linked with data on other aspects of private school organization (for 
example, data on services provided, curriculum, and student achievement), expenditure data may 
provide crucial information on the role of resources in education. Recent debates have focused 
considerable attention on public-private differences in organization, curriculum, and achievement, 
but little is known about the way resources are used in private schools or the cost-effectiveness of 
various ways of organizing educational service delivery. Data that links expenditures at the 
school level with program provision and student outcomes would permit both school staff and 
policy makers to assess the implications of alternative resource allocation strategies. 

These four sets of rationales for financial data collection are not exhaustive, but they lay 
out the types of purposes that might be served by various kinds of school finance data. Clearly, 
some purposes would require much more time-consuming, detailed, and sophisticated data 
collection efforts than others. Furthermore, some purposes would require larger samples or more 
frequent data collection than others. And, some would raise more complex issues of 
comparability across schools. These and related issues are considered in some depth in the 
chapters that follow. 



The Design and Organization of the Study 

Given the pronounced variation among private schools, any data collection strategy, if it is 
to succeed, must be grounded in a close understanding of the organizational structures, budgetary 
arrangements, and accounting practices of private schools. Thus, in the exploratory study reported 
here, we sought to obtain detailed information about private schools, relying on several sources of 
data. 
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First, we conducted a review of the available literature on private schools. This review, 
which is presented in Chapter H, focuses in particular on the literature describing the 
organizational and institutional context in which private schools operate. We also examined the 
surveys used by a number of private school association to collect financial data from member 
schools, including the National Association of Independent Schools (NAIS), the Lutheran 
Church — Missouri Synod (LCMS), the National Catholic Education Association NCEA), the 
Association of Waldorf Schools of North America, and the American Montessori Society. In 
addition, we reviewed the accounting handbooks used by several private school organizations, 
including NAIS and the General Conference of Seventh-Day Adventists. Finally, we examined 
the strategies used by NCES and the Bureau of the Census to collect financial data for public 
elementary and secondary schools and public and private postsecondary institutions. 

One conclusion of our literature review is that the available accounting handbooks and 
survey forms used to collect financial data from public and private educational institutions vary 
along a number of dimensions, including the level of detail involved, the types of information 
requested, and the frameworks used to classify types of revenues and expenditures. We discuss 
this variation Chapter II, and then return to the issue in developing a set of recommendations for 
data collection in Chapter V. 

Following the literature review, we engaged in a two-phase effort to interview private 
school administrative staff about their school budgeting and accounting practices, as well as about 
their views concerning a possible national data collection effort. In the first phase, we conducted 
three focus groups, each attended by a number of private school administrators. Then, we 
conducted case studies of 16 private schools in the greater Washington, DC, area. The detailed 
results from the focus groups and case studies, which form the core of our report, are presented in 
Chapters HI and IV. 



Finally, in Chaptei V, we discuss the implications of our study for the development of a 
data collection strategy. First, we examine some conceptual issues that must be addressed to 
permit a valid comparison of expenditures across different types of private schools and valid 
public-private comparisons. Next, we propose a framework laying out the main expenditure 
categories for data collection. Then, we discuss three preliminary data-collection instruments 
based on the proposed framework — each serving a somewhat different purpose and designed to 
collect data at a somewhat different level of detail. Finally, we consider some of the steps that 
would need to be taken to move toward a successful private school finance data collection effort. 
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CHAPTER II 



LITERATURE REVIEW: THE ENVIRONMENT OF PRIVATE 

SCHOOLING 

In this chapter, we survey the relatively small literature on private school finances. The 
first section of this chapter assesses the existing data on private school finances. The second 
section describes the approaches used to collect data from public elementary and secondary 
schools and both public and private postsecondary institutions. The third section discusses how 
the institutional context of private schools may affect efforts to collect additional data. The final 
section considers issues relating to the basic components (salary, supplies, capital, etc), of a 
survey of private school expenditures. 

Existing Data on Private School Finances 

During the late 1970’s, the National Center for Education Statistics (NCES) conducted a 
series of private school surveys to collect data on private elementary and secondary schools. A 
survey of nonpublic elementary and secondary schools conducted for three successive years 
between 1976-77 and 1978-79 included a short chart asking schools to report income and 
expenditures for current operations and auxiliary (non-academic) operations. The survey resulted 
in estimates of about $5.5 billion in current operating expenditures in both 1976-77 and 1978-79 
(McLaughlin & Wise, 1980). NCES has extrapolated from this figure to estimate total operating 
costs (current operating expenditures plus capital costs) in 1991-92 of over $20 billion. 

McLaughlin and Wise (1980) view the finance items as the least reliable measures in their 
survey. The response rates for questions on income and expenditures were lower than the 
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response rates for most other questions — only 51 percent of respondents reported total current 
operating expenditures. 

An additional problem with the data from the 1970's is that a significant number of private 
schools, particularly small, independent ones, were missing from the sampling frame. Since 1983, 
NCES has attempted to address the problem of undercounting private schools in national surveys 
by combining commercial lists and national lists with an area search list, developed by searching 
for private schools in certain areas. In 1985-86, Westat, Inc. administered a survey to a sample of 
private schools and teachers drawn from the 1983-84 list. Although this survey did not collect 
direct expenditure information, it did include questions on tuition and teacher salaries, as well as 
on the use of volunteer labor and participation in public programs (Westat, 1987). 

Currently, the National Center for Education Statistics collects data from private schools 
through the Private School Universe Study (PSS), conducted in alternate years since 1989-90, and 
the Schools and Staffing Survey, conducted every third year since 1987-88. The former survey is 
limited to collecting basic data on enrollment, staffing, program and religious orientation from the 
universe of private elementary and secondary schools (Broughman, Bynum, & Stoner, 1994). The 
SASS collects a richer set of data from a sample of private and public schools, but the only 
finance questions on the survey concern teacher and administrator salaries, benefits, and tuition 
(McLaughlin, O'Donnell & Ries, 1995). The 1991-92 PSS and the 1990-91 SASS are the source 
of much of the quantitative data presented in this chapter. 

An additional source of data on private school finance is information collected by some of 
the national associations of private schools. Three associations, in particular, the National 
Catholic Education Association (NCEA), the Lutheran Church-Missouri Synod (LCMS), and the 
National Association of Independent Schools (NAIS), regularly collect expenditure data from their 
member schools. Together, these three associations account for 43 percent of the 26,000 private 
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schools in the United States, including 8,889 Catholic schools, 1,086 Lutheran schools in the 
Missouri Synod, and 1,188 NAIS schools that are not Catholic or Lutheran. Garet, Chan and 
Sherman (1995) used data from these three sectors to estimate total expenditures (operating 
expenditures plus capital) for the universe of private elementary and secondary schools as between 
$18.1 billion and $19.4 billion and per-pupil operating expenditures of $3,350 to $3,600. Their 
estimates of total expenditures fall 4 to 10 percent below the NCES estimates of over $20 billion 
based on the 1975-1979 data. 

As Garet et al. discuss, their estimates are subject to uncertainty for several reasons. First, 
there are some questions about the quality and inclusiveness of the expenditure data submitted by 
school officials in response to the mailed surveys of the three associations. Second, the estimates 
from the Catholic sector are based on samples of schools rather than the universe, and so are 
subject to sampling error, as well as selection bias because of response rates well below 100 
percent. Finally, and probably most significantly, 57 percent of private schools do not belong to 
the three associations that collect expenditure data, and so the estimates for over half the private 
school universe had to be imputed using data from the three associations (adjusted for school 
level, size and region). Neither the estimates extrapolated from the private school associations, 
nor the national estimates extrapolated from the 1975-1979 data, can be relied upon for a 
comprehensive and reliable measure of aggregate spending on private elementary and secondary 
schools. 

In addition to the national surveys of private school expenditures, there have been a few 
efforts by researchers to collect data from a small subset of private schools. For example, Cooper 
(1994) analyzed expenditures of three private schools in considerable detail, comparing the 
allocation of resources in these schools with allocations in over 420 public schools in eight public 
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school districts. While his findings suggest interesting differences in public and private school 
expenditure patterns, it is hard to generalize from a sample of three schools. 

In general, researchers studying private schools do not appear to have focussed much on 
expenditures, other than analyses of the differences in salaries of public and private school 
teachers. Much of the recent research on teacher salaries uses data from the SASS — see for 
example, Chambers (1995) and Ballou and Podurgsky (1995a, 1995b) — and the lack of research 
in other areas of private school finance may reflect the lack of a good data set with expenditure 
data and the difficulty of collecting additional primary data. 

In summary, research on private school finance is limited by outdated expenditure data, 
incomplete data that are drawn from private school associations representing less than half of the 
private school universe, detailed data drawn from a few selected schools, or national data that are 
limited to tuition and salary information. The existing data do not allow researchers to state total 
spending on private schools with confidence, compare expenditures for different activities across 
public and private schools, or compare overall expenditures across different sectors of private 
schools. Additional data collection is needed to meet these purposes. 

Sources of Data on Public Schools and Postsecondarv Institutions 

In designing a strategy to collect data on private school finances, it may be useful to build 
on the experience of collecting finance data in other sectors of education. In particular, the 
National Center for Education Statistics (in conjunction with the U.S. Bureau of the Census) 
administers annual finance surveys to obtain data on elementary and secondary revenues and 
expenditures at the state and district levels, as well as surveys of revenues and expenditures of 
both public and private postsecondary institutions. In this section, we provide a brief overview of 
these surveys. Then, in later sections, we examine the extent to which strategies for collecting 
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finance data must be modified to reflect the organizational and institutional context of private 
elementary and secondary schools. 

The National Public Education Finance Survey 

The National Center for Education Statistics (NCES) routinely obtains data on public 
elementary and secondary school finance through two surveys. The first of these the National 
Public Education Finance Survey (NPEFS) — is designed to gather annual data on total revenues 
and expenditures on education for each state. Each state department of education completes the 
NPEFS by drawing on data it collects from local school districts and state government records. 

The states are responsible for compiling the data from the districts and putting the data into a 
format that can be submitted to NCES and aggregated into national totals of public school 
revenues and expenditures. Although the data are drawn from school districts across the country, 
state officials are urged by the NCES to make the data as comparable as possible by following the 
revenue and expenditure classifications outlined in the NCES accounting handbook, Financial 
Accounting for Local and State School Systems, 1990 (Fowler, 1990). 

The NPEFS collects detailed financial information across a matrix of functions and 
objects. There are five major types of services and activities, called functions: (1) Instruction 
services, (2) Support services, (3) Non-instructional services, (4) Facilities acquisition and 
construction services, and (5) Other uses (debt service). Under the broad function of Support 
services” are nine subfunctions, including student support, instructional support, general 
administration, school administration, business support, operation and maintenance, transportation, 
central support, and other. The second dimension of the matrix distinguishes among different 
types of expenditures, called objects, including salaries, fringe benefits, purchased services, tuition 
(paid to another district), supplies, property, and other. Operating expenditures are reported 
separately from long-term capital expenditures. Revenues are reported by source, including local, 



intermediate, state, Federal, and other. (NCES, 1992; Shennan & O'Leary, 1993; VituUo-Martin, 
1991). 

The Annual Survey of Local Government Finances 

The second source of data on public school expenditures is the Annual Survey of Local 
Government Finances (ASLGF) form F33, administered by the U.S. Bureau of the Census as part 
of its routine survey of local government finance (U.S. Bureau of the Census, 1993). The survey 
of local governments collects data on the universe of local school districts at least every five 
years, and on a sample of districts in other years. The specific revenue and expenditure categories 
used in the F33, like those used in the NPEFS, are based on Financial Accounting for Local an d 
State School Systems (1990). But the two forms differ in some details. The F33 collects 
somewhat more detailed information on revenues, and somewhat less detailed information on 
expenditures than does the NPEFS. In particular, the F33 does not request information on each 
cell in the full function by object matrix described in Financial A ccounting. 

Although form F33 is designed to gather information about finance at the district level, the 
U.S. Bureau of the Census generally obtains the data from state Departments of Education rather 
than directly from the districts themselves. State Departments of Education provide the requested 
information based on data routinely gathered from the districts in the course of each state's annual 
planning and reporting cycle. This considerably simplifies the data collection effort and helps 
insure consistency in reporting. 

The Integrated Postsecondarv Education Data System 

In addition to data on public elementary and secondary school finance, NCES routinely 
obtains financial data on postsecondary institutions. These data are gathered by the U.S. Bureau 
of the Census, using an annual survey conducted as part of the Integrated Postsecondary 
Education Data System (IPEDS). (See NCES, I994d.) The IPEDS financial surveys are 



administered to both public and private postsecondary institutions, including two-year and four- 
year colleges. The specific categories of revenue and expenditure information requested on the 
EPEDS questionnaires are drawn from the Financial Accounting and Reporting Manual for Higher 
Education (1990), published by the National Association of College and University Business 
Officers (NACUBO). Unlike the NPEFS, the IPEDS data collection does not attempt to obtain 
expenditure information on a full function by object matrix. Instead, the primary focus is on 
functional categories (instruction, research, public service, academic support, student services, 
institutional support, plant operations and maintenance, and scholarships and fellowships). Within 
functions, the only object for which data are obtained is wages and salaries. 1 

The Environment of Private Schooling; Implications for Data Collection 

Data collection from the private sector is likely to differ from public data collection efforts 
through the NPEFS, F33 and IPEDS because of institutional differences between private and 
public schools. Furthermore, there are significant organizational differences among different types 
of private schools that can affect the way finances are accounted for and reported. In these 
section, we examine some of the major characteristics of private schools that may affect data 
collection. First, we consider some of the principal dimensions on which private schools and 
public schools differ: for example, the legal environment, culture, and organizational structure. 
Then, we consider differences in characteristics across sectors of the private school universe, 



'NCES is currently revising the IPEDS financial data collection forms to reflect the recent changes in 
accounting standards for not-for-profit organizations adopted by the Financial Accounting Standards Board. 
The new forms are expected to be used for the first time for the data collection for the 1995 FY. 
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giving particular attention to the ways these differences may introduce challenges in collecting 
comparable data across sectors. 

The Institutional Context of Private Schools: Implications for Data Collection 

Legal Environment. Regulation of private schools is primarily the domain of state and 
local governments, and these regulations vary across states and localities (Cookson, 1989; 
Encamation, 1983; van Geel & Crampton, 1991; Hirschoff, 1986). Regulations also differ for 
not-for-profit and for-profit schools, and, in some states, differ for religious and non-sectarian 
private schools (Hirschoff, 1986). 

Most states require private schools to register and report enrollment, but even this minimal 
requirement is not always strictly enforced (Erikson, 1986). Few states regulate the governance 
structure of private schools (such as the composition or power of the private school board), and, 
in fact, many states allow private schools to remain unincorporated (Hirschoff, 1986). 

Private schools do not face many legal requirements regarding reporting of financial 
activities. The federal government requires non-profit, independent schools to file annual forms 
(Federal Tax Form 990) as tax-exempt organizations, but this requirement does not apply to any 
school affili ated with a church or operated by a religious order (Smith, 1991; IRS, 1995). Most 
state governments do not require any non-profit schools to file financial reports, exempting them 
1 from the requirements of other non-profit organizations because of their educational status (Smith, 
1991; Gross et. al, 1995). Proprietary independent schools are required to file federal and 
applicable state tax reports. 

Culture and Organizational Structure. The ability and willingness of private school 
administrators to complete a survey collecting data on finances may be influenced by their 
schools' culture and organizational structure, as well as the legal environment. To briefly 
summarize the large body of literature comparing the organization of public and private schools, 
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the major difference, as articulated by Chubb and Moe (1990), is that public schools have 
developed centralized bureaucratic structures in response to the direct democratic control of 
schools, while private schools have remained autonomous in response to control by market forces. 
Other researchers emphasize the large size of public schools versus the small size of private 
schools (Conway, 1994); the difference between bureaucratic relationships and familial or village- 
like communitarian relationships (Erikson, 1994); and the contrast between Weberian rational- 
legal/bureaucratic authority and traditional authority (Salganik & Karweit, 1982; Talbert, 1988). 
Although the researchers use somewhat different terminology and methods, they appear united in 
describing a private school organization and culture that is less formal than that of public schools 

in terms of structured rules and record-keeping. 

Although private schools are less accountable to governmental authorities than public 
schools, they are accountable to parents (and donors) to whom they are dependent for continued 
financial support (Levy, 1991). Although they may not report financial data to centralized 
organizations, they have powerful reasons for tracking costs internally, namely, their economic 
viability. Operating in a market environment, a school must balance its budget if it is survive 
economically. To some extent, the market environment may lead some private schools to adopt 
more formal budget procedures than the communitarian image of private schools may imply. 
Increased attention has been paid to budgetary concerns over the past decade or so, as a range of 
private schools, from Catholic schools to elite prep schools, have faced increasing financial 
hardship (Moulton, 1992; Aitken, 1994; Harris, 1995). 

When discussing the organizational structure of public and private schools, it is helpful to 
distinguish between centralized or district-level administration and school-level administration. 
Cooper (1994) explains that many of the centralized functions that transpire at the district level in 
public schools take place at the school site in private schools. In a comparison of the 



administrative structures of public and private schools in the San Francisco Bay Area, Scott and 
Meyer (1990) found that private school districts (in this case, Catholic diocesan districts) had 
fewer staff at the central office than did public schools, but the administrative staff at the building 
level was, in fact, larger in private than in public schools. Analyses of the 1990-91 Schools and 
Staffing Survey also show that there are more administrative staff per teacher in private schools 
than in public schools (Baker et. al., 1995). 

Aitken (1994) reports that the median ratio of administrative expenses to total expenses is 
15 percent across most types of independent schools that belong to the .National Association of 
Independent Schools. In his analysis of school resource allocation, Cooper (1994) distinguishes 
between institutional administration, or management of the business, non-educational dimensions 
of the school, and the school-site administrative activities associated with managing the teaching 
staff and running the school. In his study of three schools, spending on institutional 
administration ranged from 2 percent of total spending in a Catholic high school run by a private 
order to 14 and 15 percent of total spending in two non-sectarian private schools. School-site 
administration accounted for 5 to 6 percent of total expenditures in the two non-sectarian schools, 
and 11 percent in the private-order high school. Total administrative costs were thus 20 percent 
in the two non-sectarian schools, and 13 percent in the Catholic school. 

Business Offices in Private Schools. One important function of the administrative staff 
in private schools is to manage the financial operations of the school. The presence of separate 
business offices and development offices in private schools appears to vary significantly by type 
of school. According to responses from association members, 15 percent of Catholic elementary 
schools reported employing a full-time or part-time development officer (Kealey, 1994); 24 
percent of Lutheran schools associated with the Evangelical Lutheran Church of America reported 
having a financial development officer (Evangelical Lutheran Church of America, 1993); and 86 
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percent of diocesan high schools, 91 percent of parish high schools, and 96 percent of Catholic 
private order high schools reported having a development office (Guerra, 1995). 

According to statistics from the National Association of Independent Schools (NAIS), the 
percentage of NAIS schools with a business officers ranged from 58 percent of schools with 200 
or fewer students, to 88 percent of schools with more than 700 students. Overall, 77 percent of 
NAIS schools reported having a business officer. About eight percent of the business officers 
surveyed also had teaching duties (NAIS, 1993). 

In the substantial number of private schools without a separate business office, the 
expenditure information is often the responsibility of a secretary, bookkeeper or accountant. 
According to the same Catholic and Lutheran surveys cited above, 96 percent of Catholic 
elementary schools have a school secretary, and 88 percent of evangelical Lutheran schools have 
an accountant or bookkeeper (Kealey, 1994; Evangelical Lutheran Church of America, 1993). 

The Lutheran survey also reports that 78 percent of these small Lutheran schools have their 
financial records audited annually, and that 81 percent of the schools have computers for 
administrative or teaching purposes, with a median of 2 computers for administrative use 
(Evangelical Lutheran Church of America, 1993). 

Some of the business operations of a school can be contracted out to an external party. 
Van Geel and Crampton (1991) report that 18 of the 30 schools who responded to their survey of 
private schools in New York state subcontract with someone else to do their payroll. 

Some small schools may have less sophisticated financial operations. The American 
Montessori Society (1994) reports that 88 percent of surveyed schools prepare a budget, 81 
percent have the budget approved by a board, and 25 percent use purchase orders. In some 
schools, parents or other volunteers may help with financial operations. Non-student volunteers 
were used for management support in 17 percent of private schools in 1985-86, and for clerical 



support in 30 percent of private schools (Westat, 1987). The smallest and largest schools were 
more likely to use volunteers in management operations than schools of intermediate sizes, 
management volunteers were used in 24 percent of schools with less than 50 students and 23 
percent of schools with 600 or more students. Clerical volunteers were much more common in 
Catholic schools (43 percent), than in other religious schools (26 percent) and non-sectarian 
schools (12 percent) (Westat, 1987). 

Affiliations with Religious Institutions. A final dimension of private school organization 
that bears heavily on financial operations and records is the strong link between many private 
schools and their sponsoring religious institutions. In the relatively common situation where a 
school is strongly linked to a church or congregation, the budgetary status of the school is 
complicated by the flow of money and goods between the church and school. Smith (1991) notes 
that this relationship can complicate financial record-keeping of the school in two ways. First, the 
church may be unable or unwilling to report school finances separately from church finances. 
Second it is difficult to account for space, labor and other services donated by the church to the 
school. 

According to the Private School Universe Survey for 1991-1992, 34 percent of private 
schools in the United States are Catholic, 45 percent are other religious schools, and 20 percent 
are non-sectarian (Broughman et al., 1994). The degree of affiliation between a religious school 
and a church or other institution can vary considerably: some religious schools are directly 
sponsored by a local church or parish, some are indirectly linked through the support of the local 
community or congregation members, and others are quite independent of any particular local 
congregation. There is also variation in the degree to which different denominational 
organizations play an active role in religious schools (Vitullo-Martin, 1991). Some 
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denominational organizations supply curriculum, handbooks of accounting principles and health 
benefit plans, while others consist of a network of schools without any central office or staff. 
Differences Across Types of Private Schools: Implications for D ata Collection 

Different types of private schools tend to differ along several dimensions that may play an 
important role in the any effort to collection data on revenues and expenditures. One key 
dimension on which private schools vary is the degree of organizational autonomy and affiliation. 
Because the degree of autonomy and affiliation tends to vary across different denominational 
groups, we consider each of the major denominations in turn. We then describe the various types 
of non-sectarian schools, including both not-for-profit and proprietary. 

Catholic Schools. Over one-third of the private schools in the United States, or 8,900 
schools in 1991-92, are Catholic schools. (Broughman et al., 1994). This is 4,300 fewer schools 
than the peak of 13,200 Catholic schools in 1964-65 (McLaughlin et al., 1995). The majority of 
Catholic schools are sponsored by a local parish, or in some cases, two or more local parishes. In 
1991-92, 62 percent of all Catholic schools were parochial schools, 28 percent were sponsored by 
one of the 171 dioceses in the United States, and the remaining 10 percent were run by private 
religious orders, such as the Christian Brothers or the Jesuits (Broughman et al., 1994; Vitullo- 
Martin, 1991). Almost all of the parochial schools (94 percent), as well as the majority of 
diocesan schools (76 percent), are elementary schools. In contrast, the majority of private order 
schools are secondary schools (53 percent) or combined schools (20 percent) (Broughman et al., 
1994). 

In some respects, Catholic schools, particularly parochial and diocesan schools, are linked 
with the centralized administration of the Catholic church. The organizational structure of 
Catholic schools and parishes is governed in part by canonical law. For example, Canon 537 
requires financial committees of parishioners, and Canon 1284 guides the management of parish 




11-13 



27 



finances, requiring, among other things, proper financial bookkeeping (Hams, 1995). Although 
the school may be owned by a local parish, it is more common for the buildings and grounds of 
the school, as well as the church, to be owned by the bishop or archbishop. 

Despite this appearance of Catholic schools being part of a church hierarchy, the degree of 
centralized administration and local autonomy may vary across dioceses. Vitullo-Martin (1991) 
concludes that in many dioceses, the diocesan administrative office plays a limited administrative 
function that is akin to the role played by national associations: providing some general guidance 
on standards and curriculum, but no direct oversight. The study by Scott and Meyer (1988) 
supports this generalization by providing empirical evidence of the limited size of administrative 
staff in two dioceses and one archdiocese in California. On the other hand, other dioceses may 
have more substantial central staffs concerned with school administration and finance. 

Catholic parochial elementary schools in many dioceses are more tightly linked to the 
local parish than to the centralized church hierarchy. Parish administrators, and, in many parishes, 
a parish school board, are heavily involved in school policies, including budgetary policies 
(Vitullo-Martin, 1991). The parish board, which is sometimes a subcommittee of the parish 
council, usually consists of the priest (or other parish administrator), the principal, and selected 
parents and members of the parish, and is responsible for fund-raising, as well as setting overall 
school policies (Vitullo-Martin, 1991). 

In the past, many Catholic school budgets were merged into the accounting system of the 
entire parish. Over the past two decades, the budgets have tended to become more separate as 
many school budgets have grown to surpass the rest of the parish budget. As school costs have 
increased, the parish subsidy has shrunk, and tuitions and fund-raising have increased as a 
percentage of the parish budget (Harris, 1995). Parish subsidies accounted for 63 percent of 
Catholic elementary school operating costs in 1969-70; 50 percent in 1978-79, and 35 percent in 



1993-1994 (Cibulka et al., 1982; Harris, 1995; Kealey, 1994). Although the amount of the 
subsidy has decreased, the vast majority (90 percent) of Catholic elementary schools still receive 

some financial subsidy from a parish (Kealey, 1994). 

Diocesan secondary schools, and to an even greater extent, private order schools, tend to 
resemble non-sectarian high schools in the sense that their financial stability is less dependent on 
church subsidies and more dependent on their ability to secure paying students. Tuition accounted 
for three-fourths (75 percent) of the income in secondary Catholic schools in 1994 (Guerra, 1995). 
Diocesan schools are governed by the diocesan school board (generally lay people); private order 
schools tend to have lay boards of trustees (Vitullo-Martin, 1991). Still, the typical diocesan 
school receives some subsidy from the diocese (Vitullo-Martin, 1991). Some private order 
schools also receive diocesan subsidies, sometimes in the form of subsidies per student from the 
diocese. Other private order schools are so independent that they do not even report to the diocese 
in which they are located (Vitullo-Martin, 1991). 

Lutheran Schools. There were 1,650 Lutheran schools in 1991-1992, including over 
1,086 in the Missouri Synod, 384 in the Wisconsin Synod, 121 in the Evangelical Lutheran 
Church of America, and 59 other Lutheran schools (Broughman et al:, 1994). Most Lutheran 
schools are small elementary schools (McLaughlin et al., 1995). According to statistics from the 
Lutheran Church-Missouri Synod, the average Lutheran elementary school is a small school with 
only 7 teachers, serving children in pre-kindergarten through eighth grade, and the average 
Lutheran high school has 17 teachers (Lutheran Church - Missouri Synod, 1994). 

Cooper (1988) reports that one-third of Lutheran churches have their own schools, which 
are viewed as a church mission. Vitullo-Martin (1991) notes that a number of Lutheran schools 
from the Wisconsin and Missouri Synods are heavily supported by local congregations, even to 
the point of not charging tuition to students. Data from the 1990-91 Schools and Staffing Survey 
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suggest, however, that tuition is charged in all but 2 percent of Missouri Synod and 5 percent of 
Wisconsin Synod schools (McLaughlin et al., 1995). In the Evangelical Church of America, the 
vast majority (92 percent) of schools are sponsored by a congregation or institution, but in this 
case, congregational support is in addition to regular tuition charges (Evangelical Church of 
America, 1993). 

Conservative Christian Schools. Over 4,000 schools, or 16.5 percent of all private 
schools surveyed in 1991-92, identified themselves as Conservative Christian schools (Broughman 
et al, 1994). This sector of the private school universe experienced the most rapid growth during 
the 1970’s and 1980’s (McLaughlin et al., 1995). Many are affiliated with the Association of 
Christian Schools International (ACSI), (1,941 schools in 1990-91), or the American Association 
of Christian Schools (AACS). Many others are unaffiliated with any national organization. 

Erikson (1986), Cooper (1988), and Vitullo-Martin (1991) note that is difficult to get an 
accurate account of the unaffiliated religious schools, particularly Fundamentalist ones, because 
some of them resist responding to surveys, or even letting their whereabouts be known to the 
government. Cooper (1988) estimates that there were as many as 10,700 Conservative Christian 
schools in 1983-84, and nearly 12,000 in 1988. The speculation of Erikson (1986) that there may 
be over 6,000 private schools in 1983-84, or triple the 2,148 reported by the Association of 
Christian Schools International, is closer to the 4,000 reported by the 1991-92 PSS. 

Conservative Christian schools are smaller than the average school (Broughman et al., 
1994). They tend to be individualistic and autonomous, in the sense of not being part of any 
centralized structure (Cooper, 1988). There is some evidence, however, that at least some of them 
are highly integrated with their local church. An in-depth study of one Fundamentalist school 
found that the church and school were intensively linked as a “total institution” that immersed 
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students in a Christian environment throughout the day and week (Alan Peshkin, God's Choice : 



The Total World of a Fundamentalist Christian School, cited in Erikson, 1986). 

Seventh-Dav Adventist Schools. Another rapidly growing group are the Seventh-Day 
Adventist schools, which numbered over 1,000 in 1991-92. Over one third of these schools were 
established since 1980. Many Seventh-Day Adventist schools are small; 70 percent have fewer 
than 50 students and more than one third have only one teacher. Seventh-Day Adventists also 
operate a fair number of regional boarding schools. Seventh-Day Adventist schools operate 
world-wide, and local schools are supported by a strong centralized system that provides a 
curriculum, a centralized payroll system with subsidized benefits for teachers, and a centralized 
auditing service (McLaughlin et al., 1995; General Conference of Seventh-Day Adventists, 1984, 
1995). 

.Tewish Dav Schools. Jewish day schools, which number over 650, are characterized by 
considerable local autonomy (Vitullo-Martin, 1991). Himmelfarb (1993) and Vitullo-Martin 
(1991) both note that while two-fifths of Jewish day schools are sponsored (one-fifth by 
synagogues and one-fifth by congregations), three-fifths are independent schools, governed by a 
board of trustees. 

Much of the communal funding for Jewish day schools comes through the community 
fundraising efforts of local Jewish federations (Vitullo-Martin, 1991). As much as 15 percent of 
school expenses are estimated to be funded through these community fund-raising groups, which 
contribute to a variety of school costs, including facilities, personnel costs, and scholarships 
(Himmelfarb, 1993; Jewish Education Service of North America, 1984, 1994). The most common 
funding method is for a local federation to provide local day schools with a lump sum. 

Alternative funding methods include providing a percentage of the budget, or funds toward any 
budgetary deficit; allocating funds per pupil; subsidizing teacher compensation; providing 
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scholarships to individual students; or funding special programs (Jewish Education Service of 
North America, 1994). 

Other Religious Schools. Most of the remaining groups of religious schools are also less 
directly connected to churches than are the Catholic or Lutheran schools. Episcopal schools, 
while connected to the church through the local clergy and parents, do not have strong formal ties 
to the church hierarchy (Cooper, 1988). There were close to 350 Episcopal schools in 1991-92 
(Broughman et al., 1994). Many of these grew out of cooperative church kindergartens or 
preschools (Cooper, 1988). The Calvinist schools, which form the majority of Christian Schools 
International, are run by parent societies, rather than the formal church structure (Cooper, 1988). 
Friends (Quaker) schools, which numbered 76 in 1991-92, are known for being decentralized, and 
include some of the oldest operating schools in the country. 

Cooper (1988) notes that all Greek Orthodox schools are attached to a church or a 
cathedral and supported by the local Greek-American community (Cooper, 1988). There were 28 
Greek Orthodox schools in 1991-92, more than twice the number in 1965 (Broughman et al., 
1994; Cooper, 1988). Most of these schools are elementary schools. 

There is little literature on the remaining groups of religious schools. In addition to the 
denominations discussed above, Broughman et al. (1994) list schools affiliated with the following 
denominations (some of which are overlapping with the Conservative Christian schools): 
unspecified Christian (2,473), Baptist (2,108), Assembly of God (421), Amish (401), Pentecostal 
(382), Mennonite (326), Church of Christ (157), Presbyterian (140), Church of God (123), 
Methodist (71), Islamic (44), and other religious (1,029). Although some of these religious 
schools may be affiliated with a national association, as many as 3,500 of them report that they 
are religious schools that are not formally affiliated with a national religious denomination. 
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NAIS Schools. There are 1,500 schools that reported being members of the National 



Association of Independent Schools (NAIS) when responding to the 1990-91 Schools and Staffing 
Survey (McLaughlin et al., 1995). NAIS membership statistics report only 915 active members in 
the United States as of September 1992 (NAIS, 1993). Part of this difference may reflect the fact 
that NAIS statistics regard schools serving grades kindergarten through twelve as one unit, 
whereas other surveys may view them as two separate schools. Three-fourths of NAIS schools 
are non-sectarian, the remainder are Episcopalian, Catholic, Friends, or one of 11 other 
denominations (Vitullo-Martin, 1991). All schools characterized as independent schools have a 
self-regulating board of trustees (Barbieri, 1992). In addition to having an independent board, 
schools seeking membership in NAIS must meet NAIS standards, place an emphasis on academic 
excellence, and go through a five-year probationary period (Vitullo-Martin, 1991). 

Most NAIS schools have selective admissions policies and higher costs and tuition fees 
than other private schools (McLaughlin et al., 1995). Although fewer than 5 percent of NAIS 
schools are strictly boarding schools, over one-third have at least some boarding students (NAIS, 

1993) . 

Vitullo-Martin (1991) reports that the business offices- of NAIS schools are more 
formalized than in other private schools. NAIS publishes Business M anagement for Independent 
Schools, a handbook that describes accounting practices for independent schools (NAIS, 1990). 
The average NAIS school has more administrators than the average Catholic school: one school 
administrator per 5.5 teachers and 53 students (Vitullo-Martin, 1991). 

Special Education Schools. Another significant sector in the non-sectarian private school 
universe are special education schools, which numbered 1,163 in 1991-92 (Broughman et al, 

1994) . These schools serve children with special intellectual, physical, and emotional challenges. 
Distinguishing organizational characteristics of schools in this sector are high costs, low student- 

11-19 

O 

ERLC 



33 



teacher ratios, and, in many schools, a combination of private control and public funding 
(McLaughlin et al, 1995). State and local public education agencies provide much of the funding 
the special education schools, and one-third of special education schools did not charge tuition to 
parents in 1990-91 (McLaughlin et al., 1995). A high proportion of special education schools (44 
percent) are boarding schools (McLaughlin et al., 1995). 

Montessori Schools. Montessori schools form another significant sector of the private 
school universe. According to the 1991-92 Private School Universe Survey, 680 schools fit the 
classification of non-sectarian Montessori schools, although a total of 829 schools reported having 
a Montessori program emphasis. Data from the American Montessori Society suggest that about 
one-third of Montessori schools are proprietary, with the remaining two-thirds not-for-profit. 

These data, however, cover preschool programs as well as elementary and secondary schools 
(American Montessori Society, 1992). 

Most Montessori schools are small; about half the schools had fewer than 50 students and 
the average enrollment was 60, according to the 1990-91 Schools and Staffing Survey. These 
enrollment figures exclude the prekindergarten students. In fact, most Montessori schools began 
as preschool programs, and continue to maintain preschool programs, as well as elementary 
schools and some combined elementary/secondary schools. 

Other Non-Sectarian Schools. In addition to NAIS schools, special education schools, 
and Montessori schools, the non-sectarian sector including military schools, schools with a special 
emphasis, and alternative schools. 

There were 21 military schools in 1990-91, all of which were secondary-level boarding 
schools (Broughman et al., 1994). Special emphasis schools include schools for the performing 
arts, languages, math/science, or vocational/technical. Despite their significant numbers (there 



were 1,810 special emphasis schools in 1990-91), there does not appear to be much literature 
describing these schools. 

A number of the remaining non-sectarian schools, as well as some religious schools, 
consider themselves alternative schools. Close to 1,500 schools reported having an alternative 
program emphasis (Broughman et al., 1994). Some of the alternative schools are quite new and 
small. Average enrollment of schools with an alternative program emphasis was 69 in 1990-91 
(Broughman et al., 1994). In some cases, a group of dedicated parents and teachers may start a 
school on a shoe-string budget (Barbieri, 1992). Some small schools may not have any central 
administrators, but rely upon teachers or parent volunteers to provide bookkeeping services 
(Barbieri, 1992). 

Proprietary Schools. Hirschoff (1986) estimated that about one-tenth of private schools 
in 1977 were operating as for-profit institutions. These schools enrolled less than 10 percent of 
private school students because of their smaller than average size (Hirschoff, 1986). Most of the 
literature on private schools is limited to a discussion of not-for-profit private schools. National 
reports on the data collected through the Private School Survey and the Schools and Staffing 
Survey do not report statistics on proprietary schools separately from other unaffiliated schools, 
leaving little information on this sector. Broughman et al. (1994) do report that there were 372 
schools affiliated with the National Independent Private School Association, an association of 
proprietary schools. 




Major Components of Expenditures 

The final section of this literature review considers different components of expenditures 
of private schools and some cross-cutting issues that are likely to affect the design of a finance 
survey. In this chapter, expenditures are discussed in the object categories used in many private 
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school association surveys: (1) salaries and benefits, (2) other current operating expenditures, and 
(3) capital expenditures. An alternative approach to expenditure classification, focusing on 
functional categories, (i.e., instruction, administration, plant, etc.) will be followed in Chapter HI. 

In this chapter, several issues that affect survey design are discussed, including the treatment of 
donated labor, after-school programs, in-kind contributions, the participation of schools in public 
programs, and boarding schools. Most of this section is based on a review of different 
questionnaires used to collect data from public and private schools. In addition to the NPEFS, the 
F33, and the IPEDS discussed above, these questionnaires include surveys prepared by several 
different private school associations. 

The National Catholic Educational Association (NCEA) conducts two biennial surveys of 
school finances, one for elementary schools, and one for secondary schools. In 1993, they sent a 
5-page, 89-item “Survey of Catholic Elementary School Finances” to a sample of 1,021 
elementary schools, and received responses from 628 schools, or 61 percent (NCEA, 1994). In 
1994, they sent a more detailed, 8-page “Survey of Catholic Secondary School Finances to a 
sample of 500 secondary schools, and received responses from 293 schools, or 59 percent (NCEA, 
1995). 

Response rates were higher for surveys sent by two different Lutheran school associations. 
The 1993-94 Statistical Report Summary of Schools of the Lutheran Church-Missouri Synod was 
based on responses from 1,717 out of 2,136 schools, an 81 percent response rate, and the 1992 
Annual Statistical Report of the Evangelical Lutheran Church in America was based on responses 
from 112 out of 150 schools, a 75 percent response rate (Lutheran Church-Missouri Synod, 1994; 
Evangelical Lutheran Church of America, 1993). One interesting feature of the Lutheran Church- 
Missouri Synod school report form is that the 5-page form is accompanied by a detailed two-page 
work sheet for calculating annual operating costs. 
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Completing annual survey forms is one of the requirements for membership in the 
National Association of Independent Schools. The 1993 NAIS statistics are based on responses 
from 915 member schools (NAIS, 1993). 

The American Montessori Society (AMS) distributed a cash flow survey to 659 AMS 
affiliated schools in 1994, following upon a tuition survey in 1992 and a salary survey in 1993 
(American Montessori Society 1992, 1993, 1994). Only 138 surveys were returned in 1994, 
representing a 21 response rate. The chairman of the Association of Waldorf Schools of North 
America reports that only about half of the 95 member schools complete their annual AWSNA 
financial survey (D. Alsop, personal communication, March 14, 1994). 

Some of the private school association surveys ask one or two questions about current 
operating expenditures, while others ask a series of detailed questions about different components 
of expenditures. 

Salaries and Benefits 

Salaries and benefits are the largest expenditure category in private schools. Spending on 
salaries, benefits and payroll taxes accounts for 50-70 percent of expenditures in NAIS schools, 
about two-thirds of expenditures in Montessori schools; and almost three-fourths of expenditures 
in Catholic secondary schools (Aitken, 1994; American Montessori Society, 1994; Guerra, 1995). 

Salaries. There is a fair amount of literature on the salaries of private school teachers, 
and a lesser amount on benefits. Chambers (1995), Ballou and Podurgsky (1995a, 1995b) and a 
number of other researchers have used salary data reported in the 1990-91 Schools and Staffing 
Survey to examine the differential between salaries of public and private school teachers. 
Chambers (1995) reports that private school teachers earn about 50-80 percent of what public 
school teachers earn. Some, but not all, of this differential can be explained by differences in 
teacher characteristics (such as lower degrees and less experience in the private school sector) and 



differences in working environment (such as smaller class size). Private school teachers are also 
less likely than public school teachers to be unionized: ten percent of Catholic schools are 
unionized (Chubb & Moe, 1990). 

Many analysts note that salary costs in private schools have increased in recent years. 

Harris (1995) and Erikson (1986) report increases in salaries in Catholic schools, and Aitken 
(1994) notes that there was a dramatic 25 percent in salaries for teachers at NAIS schools between 
1980 and 1990, after adjusting for inflation. Expenditures for salaries in Catholic schools have 
been increasing over the past couple of decades as lay teachers have been hired to replace the 
diminishing number of priests, sisters, and brothers, and as the stipends paid to the remaining 
teachers from religious orders have risen to approach the levels of lay salaries (Hams, 1995, 
Erikson, 1986). The increase in costs for the religious teachers is attributable in part to the costs 
of supporting the increasing proportion of elderly religious (Erikson, 1986). Furthermore, 

Catholic schools have been hiring more teachers per pupil, adding teaching staff such as 

librarians, art teachers, and music teachers (Harris, 1995). 

Salary costs are likely to vary considerably across different types of private schools, 
because of differences in student-teacher ratios and in salary levels. Student-teacher ratios range 
from an average of 10:1 or lower for certain Jewish day schools, non-sectarian NAIS schools, and 
schools for exceptional children, to an average of 20:1 or higher for Catholic schools and 
Lutheran schools from the Missouri-Synod (McLaughlin et al., 1995). The overall student-teacher 
ratio in private schools is 16.1:1, compared to 16.7:1 in public schools. 

McLaughlin et al. (1995) report that salary levels in conservative Christian schools are 
lower than average, and that, when compared with other private school teachers, teachers at 
conservative Christian schools tend to be younger, somewhat less likely to have advanced degrees, 
and have fewer years of teaching experience. According to the 1990-91 Salaries and Staffing 



Survey, 13 percent of principals at conservative Christian schools, and 34 percent of principals at 
unaffiliated, religiously oriented schools, do not have bachelor's degrees (McLaughlin et al., 

1995). 

Salary expenditures are higher in NAIS schools than in other private schools because they 
have lower student-teacher ratios (8:1 in NAIS secondary schools), more experienced teachers, 
and higher salary scales, particularly for administrators (Vitullo-Martin, 1991). 

Vitullo-Martin (1991) reports that average teacher salaries in Jewish schools are higher 
than in Catholic schools but lower than in NAIS schools. Furthermore, Jewish schools employ 
more teachers than most other types of private schools because of the dual curriculum of Jewish 
studies and general studies (Himmelfarb, 1993). 

The number of staff in instructional support and student support services can also affect 
salary costs. Benson and McMillen (1991) report that 59 percent of Catholic schools, 30 percent 
of other religious schools and 42 percent of nonsectarian schools had librarians in 1985-1986. 
Furthermore, only 30 percent had guidance counselors, ranging from 32 percent in Catholic and 
non-sectarian schools to 26 percent in other religious schools. Both librarians and guidance 
counsellors were much more common in high schools than in elementary-schools. 

Respondents to an American Montessori Society survey report that budgetary constraints 
are the most important factor affecting teaching salary levels, higher in influence than experience 
and qualifications, salaries at other area schools, and changes in cost of living (American 
Montessori Society, 1993). 

Benefits and Payroll Taxes. Fringe benefits and payroll taxes are an important part of 
the overall costs for teachers and other staff. Benefits and payroll taxes accounted for about 11 
percent of total expenditures by NAIS schools (NAIS, 1993). Harris (1995) notes that pension 
expenses in Catholic schools grew significantly higher than inflation over the 1980's. 



Not all private schools offer health and retirement benefits. According to reports from 
private school associations, the percentage of private schools providing health benefits ranges 
from an average of 91 percent of Catholic elementary schools, to 77 percent of Evangelical 
Lutheran schools, and only 50 percent of Montessori schools (Kealey, 1994; Evangelical Church 
of America, 1992; American Montessori Society, 1993). Data from the 1990-91 Schools and 
Staffing Survey indicate that two-thirds of private high schools provide medical insurance to 
teachers, ranging from more than 95 percent of Catholic schools to less than half of other 
religious schools that are not affiliated with a national or regional association (Baker et al., 1995). 

Coverage by retirement plans is even lower. Baker et al. (1995) report that less than half 
of private secondary schools contribute to employee pension plans. Van Geel and Crampton 
(1991) found that 83 percent of the 30 New York private schools they surveyed offered 
employees a pension plan. The NCEA also reported that 84 percent of Catholic elementary 
schools nationwide contribute to such plans (Kealey, 1994). The proportion of schools 
contributing to pension or tax-deferred savings plans drops to 67 percent for Evangelical Lutheran 
schools, and only 29 percent for Montessori schools (Evangelical Lutheran Church of America, 

1993; American Montessori Society, 1993). 

Additionally, the NCEA reported that 58 percent of Catholic elementary schools 
contributed to life insurance plans and 57 percent to unemployment (Kealey, 1994). The 
American Montessori Society reported that 27 percent of Montessori schools had life insurance 
plans and 22 percent had disability plans (American Montessori Society, 1993). 

Part-time teachers are probably less likely to receive fringe benefits than full-time teachers. 
According to the 1990-91 SASS, 18 percent of private school teachers teach part-time, including 
almost half of the teachers at Jewish day schools (McLaughlin et al., 1995). 
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Furthermore, not all fringe benefits are paid for directly by the school. Some of the fringe 
benefits such as pensions or health insurance may be offered through the national association 
(Aitken, 1994). Vitullo-Martin (1991) reports that the health insurance, life insurance and 
pensions benefits for 181 different Jewish day schools in the New York area are paid for out of 
an philanthropic endowed fund called the Fund for Jewish Education. 

Donated I^ahnr. One issue to consider in collecting data on salaries is how to treat the 
free and reduced-price labor of religious personnel and others. Although an increasing number of 
Catholic schools are paying religious personnel on the same salary scales as lay personnel, it is 
still true that religious personnel in the majority of Catholic schools receive stipends that are 
lower than lay salaries. In Catholic elementary schools, sisters and male religious make up 11 
percent of current school teachers and 50 percent of principals. These percentages will decline in 
the future, given the high median age (55) of religious teachers and administrators in schools 
(Kealey, 1994; Vitullo-Martin, 1991). Although its importance is declining in the American 
Catholic school sector, volunteer labor donated by religious personnel remains an important 
component in private schools throughout the world (James, 1991). Vitullo-Martin (1991) notes 
that it is not unusual for the principal of a religious school to be the pastor of the sponsoring 
church, in which case his salary is often considered part of the church's budget rather than the 
school's budget. Guerra (1995) estimates that contributed services of religious personnel in 
Catholic secondary schools, defined as the difference between lay salaries and religious order 
stipends, had a value of over $80 million in 1994, or 3 percent of total operating expenses. 

Religious personnel are not the only ones to provide volunteer labor to private schools. 
According to the final report of the 1985-86 private school study conducted by Westat for the 
NCES, 72 percent of private schools used student or non-student volunteers, including 84 percent 
of Catholic schools, 72 percent of other religious schools, and 45 percent of non-sectarian schools. 
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Close to half (47 percent) of all schools used non-student volunteers for instructional support, and 
a similar percentage (46 percent) of schools used non-student volunteers for extracurricular 
support. Additionally, 16 percent of schools used non-student volunteers for guidance support, 17 
percent for management support, 30 percent for clerical support, and 34 percent for other kinds of 
support. Volunteers were used in schools of all sizes, although elementary schools were more 
likely to use them than secondary schools (Westat, 1987). 

Salary Data bv Categories of Personnel. Another issue to be considered is the 
appropriate breakdown of salary information into such categories as teaching, administration, 
maintenance, etc. The minimum breakdown is probably between teaching and non-teaching 
compensation, as is requested by the Organization for Economic Development and Cooperation 
(OECD). The largest number of categories for salary and benefit information is probably the 
many functions and sub-functions in the National Public Education Financial Survey, (i.e., 
instructional services, student support services, instructional staff support services, general 
administration support services, school administration support services, business support services, 
operation and maintenance services, student transportation support services, central support 
services, other support services, food services; and- enterprise operations). 

Some surveys of private school associations simply ask for total salaries and benefits (e.g. 
the American Montessori Society 1994 Cash Flow Survey and the Association of Waldorf Schools 
of North America, 1994). Other associations ask for more detail: the Catholic high school finance 
survey distinguishes between teachers and administrators, as well as between lay personnel and 
religious; the Lutheran Church-Missouri Synod worksheet distinguishes between professional staff 
and non-professional staff; and the NAIS survey distinguishes between Teaching, Instructional, 
Administrative, and Other (including Auxiliary, Plant/Maintenance, and Secretarial and Clerical). 
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Even breaking salary and benefit data into the two simple categories of teaching and non- 
teaching staff may be hard in some private schools. Kane (1992) notes that in independent 
schools, many administrators carry teaching duties and many teachers have administrative 
responsibilities. The NCES accounting handbook, Financial Accounting f or Local and State 
School System. 1990. directs public schools to allocate a person's salary and benefits across 
teaching and administrative functions in the case of dual responsibilities (Fowler, 1990). 

After-School Programs and Pre-Kindergarten Programs. A final concern related to 
collecting salary and benefit compensation is how to ensure that salaries and benefits associated 
with after-school day care programs are not included in the data on elementary and secondary 
schools. Some analyses may also require separation of pre-kindergarten data from K-12 data. 

The NPEFS does not make such a distinction in public school finance data, however. 

Many private schools have prekindergarten programs and after-school programs. In 1993, 
43 percent of Catholic elementary schools had prekindergarten programs, and 42 percent had 
extended-day programs, significantly more than in earlier years (Kealey, 1994). Aggregate 
statistics collected across all Lutheran church bodies by the Lutheran Church-Missouri Synod 
(1994) indicate that there were more Lutheran early childhood education-programs in 1993-94 
than Lutheran elementary schools, particularly in the Evangelical Lutheran Church of America, 
which operates 1,200 preschool programs and 110 elementary schools. About three-fifths of 
Montessori programs offer preschool programs only; two-fifths offer a combination of elementary 
and preschool programs (American Montessori Society, 1994). The same types of schools that 
offer pre-kindergarten programs also are likely to offer after-school programs: more than half of 
the Montessori elementary schools and 43 percent of Evangelical Lutheran elementary schools 
offered after-school programs in 1990-91, compared with 19 percent of all private schools 
(McLaughlin et al, 1995). 
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There is little information on the relationship between private elementary schools and their 
associated preschool programs and after-school programs. It is likely that various programs fall 
along a spectrum from complete independence of operations, to sharing of facilities, utilities, 
supplies, administrative staff, and even, in some cases, teaching staff. It is not clear how easy or 
difficult it is for private schools to allocate the appropriate percentage of total salaries and benefits 
to the elementary and secondary portions of their total school budget. Similar allocations may 
also be needed for supplies, utilities, and other operating expenditures that may be shared across 
programs. 

Other Current Operating Expenditures 

Schools have expenditures over a broad range of categories other than salaries and 
benefits. Schools typically incur costs for textbooks and other instructional supplies, 
administrative supplies, and maintenance of school facilities. Schools may also have expenditures 
for transportation, meal service, or boarding services. Many schools have financial aid programs. 
Finally, schools often incur costs associated with purchasing, renting, or improving facilities and 
equipment, and these latter costs may be classified as capital expenditures or current operating 
expenditures, depending on the school's accounting system; - 

Current operating expenditures other than salaries and benefits can be categorized a 
number of different ways. The National Public Education Financial Survey has a 30-cell matrix, 
consisting of three different types of expenditures (i.e., purchased services, supplies, and other), 
spread across different functional activities (i.e., instructional services, support services, non- 
instructional support services, and their related subfunctions) (NCES, 1992). The NPEFS also 
includes an additional item on Tuition (paid by the school district to other schools). The work 
sheet on operating costs that accompanies the Lutheran Church-Missouri Synod (1994) survey 
breaks down costs in more detail although not in a matrix; 40 items are grouped under the general 



categories of Curriculum, Co-Curricular Activities, Student Services, Office, and Contracted 
Services. The NAIS (1993) requests expenditures for three categories and eight sub-categories: 
Student Activities, Financial Aid/Tuition Remission, and Other (a category consisting of 
Instructional, Athletic, Plant, Administrative, etc.) The American Montessori Society (1994) 
includes 14 categories of expenditures; the Association of Waldorf Schools of North America 
(1994), six categories. 

Although the private school surveys differ greatly, there are some common elements. The 
following expenditure categories are found across the majority of the surveys: building 
maintenance and utility costs; educational supplies; and financial aid. These are discussed below, 
followed by a discussion of additional categories of current operating expenditures found on two 
or more of the surveys. 

Building Maintenance and Utility Costs. All the surveys that request detailed data on 
expenditures include a question on maintenance costs. Many surveys have one category for 
combined maintenance and utility costs, or general plant operating expenses. Other surveys 
request school administrators to report expenditures for maintenance and utilities as two separate 
items. At the other extreme, the Lutheran Ghurch-Missouri Synod (1994) work sheet breaks 
Maintenance into four subcategories (paper supplies, cleaning supplies, light fixtures, and other), 
and requests separate information about Utilities (by type of utility) and different types of Repairs. 
In the NPEFS (1992) survey, expenditures for the activity subfunction “operation and maintenance 
services,” are reported by type of expenditure (e.g., salaries and benefits, supplies, purchased 
services, and other). 

Schools affiliated with churches may receive utilities and maintenance services at no 
charge, or at a reduced cost, from their sponsoring institution. For example, close to half the 
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schools sponsored by Evangelical Lutheran churches receive free or reduced-rate utilities 
(Evangelical Lutheran Church of America, 1993). 

Educational Supplies. Another category common to most surveys is educational supplies, 
classroom supplies, or instructional materials. Some distinguish between classroom materials and 
materials for the library or media center. 

Catholic elementary schools report varying levels of spending on instructional materials, 
from a national average of $98 per student in 1991 to a national average of $553 per student in 
1993 (Kealey 1990; 1992; 1994). Additionally, the schools receive some educational materials 
from the public schools, through the Federal Chapter 2 programs. Private school participation in 
publicly funded programs is discussed further below. Vitullo-Martin (1991) reports that Jewish 
schools spend more on instructional materials and equipment than other private schools. 
McLaughlin et al. (1995) report that Jewish schools are more likely to have libraries than most 
other private schools. 

Supplies are defined as items that are consumed, worn out, or deteriorated in the, 
instructions for the National Public Education Financial Survey (NCES, 1992). Under this 
definition, supplies can range from classroom supplies, "to attendance and paper supplies, energy 
expenditures, food expenditures and routine bus maintenance. The private school association 
surveys do not tend to view these latter items as “supplies.” 

Financial Aid. Financial aid, scholarships or tuition remission is an item common to 
several of the surveys cited above, although it is absent from the Lutheran work sheet and the 
American Montessori Society survey. McLaughlin et al. (1995) report that 86 percent of private 
schools provide financial assistance in the form of scholarships or reduced tuition payments, 
including 94 percent of Catholic schools, 84 to 94 percent of different types of Lutheran schools, 
99 percent of schools belonging to Christian Schools International (Calvinist schools), 83 percent 



of NAIS schools, and 70 percent of regular non-sectarian schools. Aitken (1994) provides more 
detail on financial aid at NAIS schools: it is available for 16 percent of the students, accounts for 
from between 6 to 10 percent of expenditures of NAIS schools, and is mostly funded through 
tuition. In its handbook for business managers, NAIS (1990) recommends considering financial 
aid as an expense, with a separate "line-item for tuition remission to faculty. Another possible way 
to treat financial aid is as a tuition discount, or a reduction in revenue rather than an expense. 

Other Categories of Current Expenditures. It is difficult to generalize about the 
remaining categories of expenditures, because each private school association survey breaks the 
remaining operating expenditures into different categories. Similarly, the literature on private 
schools includes a few comments regarding various components of “other operating expenditures,” 
but does not provide a comprehensive picture. 

The two remaining major categories of current operating expenses on the NPEFS, (other 
than Salaries, Benefits, Tuition, and Supplies), are Purchased Services and Other. Purchased 
services include any services that are contracted out, ranging from legal services, to business 
services, to custodial services, etc. (NCES, 1992). The Lutheran Church-Missouri Synod work 
sheet also has a separate category for contracted services; with three- subcategories: data 
processing, payroll or accounting, and other. 

The “Other” category on the NPEFS primarily includes dues and fees in professional 
organizations. The American Montessori Society 1994 cash flow survey has a separate item for 
professional fees. The Association of Waldorf Schools of North America (1994) survey has a 
category called “professional development.” In the Lutheran Church-Missouri Synod (1994) 
survey, costs for professional growth are included under the other personnel costs for 
professional staff. 



Two of the surveys — NAIS (1993) and Lutheran Church-Missouri Synod (1994) — have 
categories for Student Activities, or Co-Curricular Activities. The NAIS survey also has a 
separate category for athletic expenses. Student body activities are not reported separately on the 
NPEFS, but are included as instructional activities. For example, on the NPEFS, the athletic 
coach's salary is an instructional salary. Sports activities that operate like a small business, where 
receipts provide funding for the activity, are reported as enterprise activities (NCES, 1992; 
Fowlwer, 1990). 

Enterprise operations are defined as activities that are run like private businesses, that is, 
their activities or services are funded through receipts, such a book store, sports activities and 
food service operation. Such operations are generally not considered separately from other 
operations in private schools, because the entire school is a private business. 

The Lutheran Church-Missouri Synod work sheet requests information about student 
services, including transportation, food, and other (such as book stores). Food costs are also a 
separate item on the American Montessori Society 1994 cash flow survey. On the NPEFS, food 
services are considered either a separate subfunction under Non-Instructional Services, or, if the 

o 

food service is run like a private business, as an enterprise operation.- 

Vitullo-Martin (1991) notes that Jewish day schools have higher than average 
transportation costs, because many of them have their own busses, as well as higher than average 
food costs, because they are open longer operating hours. 

Insurance premiums are a separate category on the American Montessori Society cash flow 
survey and Lutheran Church-Missouri Synod work sheet. Hams (1995) and Cibulka et al. (1982) 
note that energy costs, as well as insurance premiums and maintenance costs and insurance 
premiums can be quite high in private schools with aging buildings, including many Catholic 
schools. 
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A few private school association surveys request information on office expenses, such as 
printing and postage. The Lutheran worksheet includes development and public relations as an 
additional office expense. Much of this type of administrative expense is likely to be greater in 
private schools than public schools, because of expenses for development or fund-raising, the 
office of alumni affairs, and admissions and recruitment. Kane (1992) reports that independent 
day schools estimate spending $400 per student on recruitment and that boarding schools estimate 
spending over $500 per student, in addition to the salaries of the admissions staff. The American 
Montessori Society (1994) reports that Montessori schools spend about 1 percent of their total 
expenditures on advertising. The Association of Waldorf Schools of North America (1994) lists 
PR/Advertising as one of eight categories of expenditures. 

Finally, a few private school associations ask questions about classroom and other 
equipment. Other surveys ask about rental payments and mortgage payments. These types of 
categories raise the issue of distinguishing current operating expenses from capital expenses. 

Current expenditures in the NPEFS are defined as including all current outlays other than 
expenditures on enterprise operations, property acquisition, and debt retirement (Fowler, 1990) 
Furthermore, the instructions in the NPEFS handbook-indicate -that- although states differ in 
whether they treat equipment as a current operating expense or a capital expenditure, for the 
purposes of data collection through the NPEFS, all equipment should be classified as a property 
expenditure that is excluded from current expenditures. 

Rental payments are thus current operating expenses, but mortgage payments are capital 
expenditures. Supplies that are used up are current operating expenses; equipment that is durable 
are not. The treatment of capital expenses is discussed further below, after a review of three 
issues related to current operating expenses: in-kind contributions, private school participation in 
public programs, and boarding schools. 



In-Kind Contributions. Just as the accounting of salaries and benefits is complicated by 



the treatment of donated labor, the accounting for other operating costs is complicated by the 
issue of donated goods or in-kind contributions. There are two types of in-kind contributions: in- 
kind benefits paid to teachers in addition to their salaries, and in-kind donations received by the 
school, in addition to their regular income. 

According to the 1990-91 Schools and Staffing Survey, a number of teachers receive in- 
kind benefits in addition to their salaries: 7 percent receive free or reduced-cost housing; 11 
percent meals; 14 percent tuition waivers for their own children; 2 percent child care; 8 percent 
college tuition and 9 percent transportation (McLaughlin et al, 1995). Ballou and Podgursky 
(1995b) note that such in-kind benefits can help compensate private school teachers for their 
salaries, which are low relative to public teacher salaries. Kealey (1992) notes that low stipends 
for Catholic school teachers are sometimes supplemented by parish provision of residence, 
automobile, cook, and housekeeper. Not all of these in-kind benefits may be paid out of the 
school operating budget (Kealey, 1992). Should these costs be included as school operating 
expenses? Can they be accounted for? Harris (1995) notes that the provision of some in-kind 
benefits, for example, the convent grocery bill, is less of an* issue - now ‘than in the past because of 
the dramatic fall in the number of teachers who are members of the religious community. 

The extent to which some schools receive support from their sponsoring church through 
the donation of in-kind benefits is suggested by the results of the 1992 survey of the Evangelical 
Lutheran Church of America. The vast majority (92 percent) of these Lutheran schools are 
sponsored by a Lutheran congregation, synod or institution of higher education. The majority of 
sponsored schools (69 percent) benefit from free or below market rental rates, and 46 percent 
benefit from free or reduced rate utilities. Furthermore, 32 percent receive financial subsidies 



other than rent or utilities; 49 percent receive volunteer services from the sponsor, and 33 percent 
receive donated goods from the sponsor. 

Participation in Public Programs 

Another issue that affects current operating expenses is the extent to which private school 

activities are subsidized by publicly funded programs. 

There is significant variation in the degree of public financial support for private schools. 
Private schools in some states are eligible for transportation, textbooks, and in some states, health 
and welfare services such as psychologists, speech teachers, and guidance counselling 
(Encamation, 1983; Van Geel and Crampton, 1991). Private schools are also eligible to 
participate in a number of federal programs, including Title I Compensatory Education, federal 
programs for textbooks and library materials, vocational education programs, bilingual education 
programs, and child nutrition programs. 

According to the 1985-86 survey of private schools, 61 percent of all private schools 
received publicly funded student services, including 90 percent of Catholic schools, 41 percent of 
other religious schools, and 49 percent of nonsectarian schools. Large schools were more likely 
to participate than small schools: 40 percent of schools with fewer than 50 students participated, 
compared with about three-fourths of schools with 150 or more students (Westat, 1987). The 
most common federal programs or services for which schools received funds were 
instruction/library materials (45 percent), child nutrition (34 percent of schools), and 
remedial/compensatory education (22 percent). The most common non-federal programs or 
services were transportation (46 percent of schools), speech therapy (39 percent), health services 
(38 percent), speech therapy (39 percent), guidance, social work, and psychological services (36 
percent), and remedial/compensatory education (25 percent) (Westat, 1987). Transportation aid 
was viewed as the most important publicly funded service by school administrators responding to 
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a survey in Minnesota, a state where a variety of publicly funded services were available (Darling- 
Hammond, 1985). 

When the NCEA reports spending on instructional materials, it reports spending on books 
purchased by the school, exclusive of the textbooks on loan from the federal or state governments. 
While this practice represents an accurate picture of expenditures from the school budget, it 
understates the total cost of educating a student in a private school. 

Boarding Schools. A final consideration in collecting data on current operating expenses 
is whether the data collection effort will capture the costs experienced in the one out of 15 
schools (6.6 percent of the universe) that are boarding schools (McLaughlin et al., 1995). 

The private school surveys of the late 1970's report that costs at boarding schools were 
two to three times higher than costs at day schools (McLaughlin & Wise, 1980). Similar ratios 
are reported among NAIS day and boarding schools in 1991-1992 (NAIS, 1993). Vitullo-Martin 
(1991) reports that administrative costs, as well as physical plant maintenance costs, are higher in 
boarding schools than in day schools. 

In general, the costs for boarding schools can probably be captured by the same categories 
as the costs for other schools. According to statistics from NAIS (1993), costs in boarding 
schools are higher than costs in day schools across every category: teaching and instructional 
support salaries, administrator and other salaries, student activities, financial aid, and other 
expenses. This last category, which includes plant maintenance, food, energy, non-salary 
administrative expenses, and other expenses, is particularly high in boarding schools — about 40 
percent of total operating expenses in boarding schools, compared to 25 percent of total operating 
expenses in day schools. 
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Capital Expenditures 



The treatment of capital expenditures is a matter of some controversy among groups 
interested in accounting for public and private schools, as well as other governmental and not-for- 
profit organizations. (See, for example, Gross et al., 1995.) Capital expenditures are defined as 
spending on long-lived assets (for example, land, buildings, and equipment). In the for-profit 
sector, the treatment of capital spending has a long and well-defined tradition. For-profit 
organizations view capital assets as contributing to organizational productivity over the lifetime of 
the assets. Thus, in the for-profit sector, capital expenditures are not recorded as expenses in the 
year in which the assets are purchased. Instead, such organizations depreciate the value of their 
assets each year (to reflect their anticipated finite lifetime), and they record as an expense only the 
amount depreciated each year. Any interest on loans secured to finance capital spending is treated 
as a typical operating expense. 

Until recently, most governmental and not-for-profit organizations have not formally 
depreciated capital assets; and different types of not-for-profit organizations have tended to take 
different approaches to recording capital expenditures (and related interest expenditures) in their 
formal accounts. 2 For schools, capital spending includes' expenditures' on buildings and land, as 
well as the equipment needed to support the physical plant (boilers and air conditioners). In 
addition, capital spending ordinarily includes such items as furniture (desks and chairs), computers 
and lab equipment, and school busses and other vehicles. 



2 The Financial Accounting Standards Board (FASB) has recently adopted a new standard requiring not- 
for-profit organizations to treat capital assets in a manner similar to for-profit organizations. In particular, 
not-for profits, according to the new standards, should record depreciation. The new standards do not 
apply to governmental organizations, which are under the jurisdiction of the Governmental Accounting 
Standards Board (GASB). GASB is currently reviewing the framework for governmental accounting and 
may issue new standards shortly. 
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